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FOREWORD 

Information from throughout the State indicates that real estate per- 
sonnel as we^l as th^ general public have considerable- interest m Real i 
Estate Apprcdsing, This 'course can help salesmen and brokers not only to 
understand how tl\e value of real prqperty is determined, bpt also td 
improve their ^enjM^al understanding of property, those not in the ireai 
es^te business SOTe^ to aid them in handling their own 

property. This course is intended iinly to introduce students to methods of 
appraising; it is not expected to quaijjify them to be appraisers.' Rather, ' 
it is hpped that taking the course will whet their 'appetites for mpre .infor- 
mation, on real estate appraising. specialized background should be re- 
quired of anyone taking it# The dourse i,s not'niandatory in any se^se. but 
is published by the New York State Educa/tion Department 'as a suggested 
course. . . „ \ 

The instructor for this course should be a qualified real estate 
appraiser. Help in finding a suitable instructor can be^ obtained from the 
office of the Heyi York State Society ofr^eal Estate Appraisers, Albapy. 

The scope of the course was outlined by an advisory committee consisting 
of the following: Wj.lliam F. Sheehan, .Associate Professor, Department- of 
Law and Finande, School of Business, State University of New York at Albany; 
Elnil McKay, licensed real "est ate broker, Albany; Bernard Si lb erman, . 
Assistant Director, Division of Licensing Services, New York Statfe Department 
of^'State, Albaiiy; Ralph P. DuPont, Executive Director, Albany" Board of 
Realtors, Albany; John Brophy, Associate, Bureau of Busilfiess and Distributive 
Education; and the co-chairmen: E. John Gradoiiiy* Chairman, .Btisineiss/ 
Technologies Division, State University Agricultural and Technical College 
at Alfred; and E . Noah^Gould^ Associate, Bureau of Continuing Educ^^on 
Curriculum Development.^* * ) 

''^ ' * ■ ... « ^ ' ■ t ' . .| . * 

Harold' Boulton, Boulton Realty Jnc, Scheneotady, wrote the original 
dvaft of ^ the jnat«:ial for this "^instructor 's guide. Benjamin, F. Hammet, 
Assistant Professor of English, Rensselaer Pqfe^technic Institute, Troy> 
revised the material. Mr. Gould supervised the original writing and the 
revising, and prepared the majius'cript for publication. ^ v 

f . - . , * ' ■ 

' ' ^ OERBERI BOTHAMLEY, Chief 

\ * _ , ' Bureau of Continuing Education 

^ 1. r Curriculum Development 

WifLIAM E. rO^JNG, Director / ^ 

Curri'culw ■ oelopment Center ' ' 



MESSAGE TO THE INSTRUCTOR ' ' 

This course has been developed to assist teachers -of classes in Real* 
Estate Appraisal. It has groVn out of a considerable amount of practical 
experience in. tbe selling, buying, and appraisal of propei^ty, as well as 
formal instruction in real estate appraisal. .Although the course has a 
very practical orientation, it is also designed to help students prepare for 
.professional qualification. The instructor should attempt to keep the course 
on a level ct)nsis tent with the standards of professional societies. 

.Property valuation is the heart" of all real estate activity,- Whether 
buying, gelling, investing, developing, lending, exchanging > assessing; or 
acquiring property ^Fof public use, a working knowledge of sound valuation is 
e^ssentijal ^o .that land and its improvements may be put to their best use. ^ 
All who are engag^in the real estate/business must- know something about ' 
the valuation of re^l estate, though they may not intend to qualify as 
experts, ; 

111 the' application of theory to practice, the course has to -be 
organized so the student is given weekly assignments having to do wi'th his 
* own property, or a property he. is^ interested in or familiar with. Thus, at 
'the end of the course, the student should have a complete dossier containing 
a valuation of his property. The instinictor should also encourage studehts 
to participate, in class discussion and to contribute from'th«ir own 
experiences. , . * / ' . . * 

This teacher's guide has been prepared so the course may be taught 
in IS two-hour sessions. As you will .note, there are only 12 lessons 
given here.* Certain lessons, for instance lessons 1 and 3, ;^lll: require 
more than a single session,, yet each is a coherent whole difficult to 
separate. The instructor is expected to adjust the lessons to suit -his 
own needs : > - ... .< • * 



JOHN E. WHITCRAFT, Erector .'^^ ■ 4^ ^ 

Division of Oaaupational Education ■ ' * 



HOBART H. CONOVER, Chief 
Bureau of Buair^ek and 
> Distributive ^^liqation 
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Lesson 1 

The Appraisal of Real Estate » 

■REFEmmESeiTED IN THIS .TEACHER'S GUIDE ' , ., 

Ainerican Institute of Real Estate Apprarsers. The appraisal of real 
' estqte; 5th edition. Chicago. 1962. (Referred to as Ref. ^) ' ^ 

• Babcock, Henry A. Appraisal pvinoiples and. procedures. ^ IlomWood, 
' Illinoi'^ Richard D. Irwin. 1968. (Referred to ap Ref. 5) V. 

^ ■ '.■ ■ ■ ■ i . 

Benson/ Philip A.; North> Nelson L.; and Ring, Alfred A. Real estate 

vrinaiyl es and practices; 5th edition. Englewood Cliffs', N.J. ^ 
Prdlhtice^laTT. 1967. (Referred to as- /?e/. C) ^ . ... " . " 

Knowles,- Jerome, Jr^ — Singt'e family residential appraisal manual. Chic^^go. 
■ Amcr."" Ins$.^ of Reul Instate Appraisers. 1967. . (Referred to as Ref. D) 

OBJECTIVES ■ r . . .. , " 

- 1. To give, students an understanding of the forces that create a real 
estate market^ and to differentiate betw|feen this market gijd .other 
markets ' 

2. To define real estate apprqisal and explain its uses ^ 

z> .. . ■ - 

CONTENT dgTLINE " 



I. Overview of the Course 



/ - 



; • ■ ■ 




A. Course purpose 



Texts and -referpnces 




TEACHING SUG GESTIONS , 

^ ' - ' 

Introduce yourself and -briefly stat^P 

your background. Have the students 

introduce themselves; try to achieve 

an informal atmosphere. You liiay wish* 

'^to 'have the students ^ill out a form 

listing name, age, address, education, 

vocation, and reason for taking course, 

to Help you get to know them. - 

The course is a geaeral introduction 
to those basic principles commop to 
^1 areas of real estate appraisal, 
with .special empliasis on the practical 
application of appraisal techniques. 

Vou m^y wish to have the students buy 
a textl)ook. / Suitable texts are shown 
above, ^ Other references which you may 
use for some topics are cited in the 
bibliography. ' v^-^ 
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CONTENT OUTLINE . 



"ir 



TEACHING SUGGESTIONS t ' 

R^erences for Lesson I arg: 
. Ref. A,* Chap. 1 ' 
Ref. C, Chap. '2 - ^ ' 

Discuss briefly the objectives of each 
lesson in the' course. 



°A. 



Types of real estate 



; C. Course content 



Ii; The Concept of Value ^ . This, topic will be covered in detail 

in Les^n 2. . For the present, empha- 
size the ambiguity of the term valUe 
^ as applied to real estate. Distinguish^ ' 

' , value from cost and price. Briefly \ 
«4 . - explain s,Qme of the different kinds of 

^ value, such as mortgage value, assessed 

* ' "~ ' value/ sales value, and exchange value. 

^* • Discuss market value - as' the. most 

' I comnfonly sought value. 

Encourage students to suggest the- 
various types of^ real estate property, 
such as residences, business buildings, 
factories, and farms ; ' ; < . . - 

Discus.s briefly th^ way people create 
v^lue by their use of each type of 
real estate," y 

\Explain, with student participation, 
0 ^e effect of changes in value created 
\j^J the following examples: 

V / \ . ^ * 

/ !• .RelQcation of a business employing 
. I AW) people (into and out 'of. the * 
^-4iommunity) 

2. Residential uses^and neids '/Opening of a junk yard in a residential 



B. How value is created 



C, How values change 



1. Business relocations 



^3.' Property maintenance 




area / 
Conversion of a residence, into a 
business or. a rooming house 

• Requirements of people moving to 
another neighborhpod or another • 
community (including changes in 
fashion and taste) 

• Properly maintained property as 
opposed to deteriorating property 

• Absentee as /compared with^resident 
ownership 

) • Community betterment prog.r&ilis 



'The full citations for these referen ces 



are given on page 1.^ 
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CONTENT OUTLINE 



TEACHING SUGGESTIONS' 



HI. Forces Affecting Real Estate 
Values it- 



Discuss, with illustratloHs from your 
community, -the ways real estate is 
created and changed by 'the interaction 
of forces affecting the Activities of 
man, . ^ . . 



A. Social 



Explain those social forces that bring 
people together, and show how the ^ 
following institutions and facilities 
affect real estate value: I 



B. Economic and-business 



C. Go-vernment 



1. Federal Gov^wunent 



2. State Goyem^nept 
a. Department 

4 




• Schools and colleges 

• Hospitals 

• Churches and synagogues 

• Public transportation 

• Roads ^ ^ ' 

• Recreational facilities 

Discuss the commercial and indtfstrial 
properties in your community to 
illustrate the vaXue of property in 
different areas. Examine -one area and 
show the effects of obsolescence, 
proper maintenance^ knd absentee as 
opposed to resident ownership. 

State that various Federal , .state, and 
local government regulations are 
increasingly concerned with the taxa- 
tion, purchase, sale, and financing 
of real .e|tajte.., * 

Discuss' reni ^controls. Government 
housing*, and guaranteed loans to home 
owners and business entrepreneurs. 
Illustrate the effect of the Federal 
Housing Administration regulations on 
residential property. 

Illustrate the effete/ of these regu- 
lations by referring students to 
published zoning laws and equalization 
rates. 

Explain the function of the State 
agencies reg^^lating real property. 

Discuss the need for ^tate c1)ntrol of . 
residential real estate. Explain why 
15^000 square feet is the minimum lot ^ 



C&^NTKNT OUTLINE 



b. Department, of 
-i- Equalization 



3^ Local gavernmerit 



a,. Zoning and planning 
boards 



b.' Boarci of assessors 



TEACHING SUGGESTIONS 

size if. a water supply and a septic 
tank are to be located on the isame lot. 

Explain the operation of the, Department 
of. Equalization as it' affect^s the'' 

assesse'd value of real-rest^ite. ^ 

■ * ■ 

Discuss the relationship, roads in 
new residential developments to 
existing roads and highways, ^Also 
discuss th^ importance of surface 
drainage, ^ . \ 



agencies' 



Explain the function of locil 
in regulating real property! 

Discuses the diffejren^s between a 
zoning board and a planning boai'd. 
Illustrate the different kinds of 
zoning and planning in various areas 
of your community. 

Explain local assessment practices, 
and illustrate with equalization rates 
in different areas. 



( 



c, Buiiai-ng inspector ' Referring to yaut local newspaper. 



d. Fire and poJice 
departments ' 



IV. Real Estate Appraisal 



e.xplain the requirements for publifhijig 
btiildrng, alteration, and demoli^o.n 
notices . Discuss ^the relevanc^of 
t])is information to the professional^ 
real estate appraiser*. 

Althotigh not .strictly regulatory, these 
departmeVits;^ and their efficiency affect 
fire insurance rates, and thus real' 
estate value. ° i 




finition 




Explain^n 'de^t'^f :'^^ meaning of ithe 
terms Used in fee following definition. 

A real restate ^jpj^ai'^^s a written 
statement in 'which is set forth an 
estimate 'Of' th^^value of an adequately 
described property as of -a specific . 
date, which is supported by the 
Vpresentation anci analysis ofT^levant ! 
data.. ^ ' 
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CONTENT OUTLINir ; 



B.'^urpose and use of ^ 
{appraisals 



TEACHING SUGGESTIONS 

Explain the purpose of written and oral 
iflppraisals in the purchase Und sale of 
real property; in financing; in mergers 
in fire, theft, and damage losses; in. 
taxation;- in lease negotiations ; in 
iny'estment^ecisi'ons ; and i\n, urban 
planning . » » 




Discuss the significance of appraisal 
^to the layman, to the real estate 
broker, to the real estate salestnan, 
and to the professional real estate 
appraiser. * . . 
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_.7S Lesson 2 • ' 

Real Property and Value 
. .• " ' 
OBJECTIVES. ' ' . * . 

1. To define the terms real estate and j*e<zl propertir 

2. To explain how property rights (the "fights "of individual as 
applied to real estate) have developed 

3. To establish a concept of value, and develop the meaning . of, ;7?ctrfe^t: 
value as it appliea to I'eal estate , ' , ^ ^ 

CONTENT ^OUTLINE ^ > TEACILING SUGGESTIONS 

V ■■ ^ ' ] ~" 

I. \^ Overview of this Lesson ' - The «terms real estate and/real 

property are often used interchange- 
ably, yet there are distl^nctiohs' be- , 
. • - tween them that should be underitood.^ 

^ * . ' B&al estate is the physical land and 

• the structures on it; real property 
refer? to the int6rests, benefits, and 
rights inherent in the ownership of 
i;eal estate, A tliird term, personal 
' . property;^ is still another concept, 

and applies generally -to movable things 
not permanently. attached as a part of 
the r^al estate^ 

' • These concep^ts as t^ey relate to value 

^ .hav^ evolved over a period'of many 
ye^rs, and are still subject to modi- 
fication. * ^ , 



A. t^rpose of this les§pn To develop an appreciation for the. 

ba^ic philosophy underlyii^ the teiTn- 
> inolog^ used in real estate appraisal. 

B. References 'I ^ References for Lesson 2 are: / ^ 

" Ref . A,* Chap. 2 ^ 
- V . : Ref. C, Chap. 4 ' 

•p. Assignment Have each student obtain a copy of the 

% ' deed to J^is property (indexed under 

. f , ^ . .gi^antor and grantee in the County 

, ' . . .Clerk's (ijf/ice) . this is^ a good. time 

^ • V i to acquairft students with t;he/ real ^ 

^ " " estate data available atNthax offic^ 

*lTre full qit^ations for these references ar^ given-on page^ 1. ^ 

■■ 6 J . f ■ ■ 
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II. Leg^^l C6ricept of Real Estate 



III.^Real Estate/ Real Prpp^rtyy 
,atnd Personal Property 



IV.' Bunme of Rights Theory 



TEACHING SUGGESTIONS, . . - . . 

. — — ' ■ - ^ ^ 

' ^^scd'ss th€t legal concept of land 

ownership, illustrating from a fully 
\ , warrantdd dee3. Notice the variations 

in tefraiiitology in the deeds they % 
' s^udents*bting in: Note ,the l^nita- 
' .tibn3 imposed -^y* various l^vel^ of. 
V .'government, " >' % • • ^ 

V* • ' ' , ' ^ ' ' ' 

Review th6 distinctiton^^among these, 
terms," emphasizing the impl>rtance of 
^ local usage which may alter the meaning 
of the "terms, from area to area^ . 

tCertain rights , are inherent in the 
ownership of real property. However, 
there are limitations imposed by 
government using* its powejrs of taxation, 
eminent domain, police power, and 
escheat. - 



V, Evolution of the Theory 
of Vaiue 



iv'I. Value . 



VII, MarH^Bt Value 



If you Vish to siflmnarize some of the 
evolution, of the theofy of value, see 
a goo'^d textbook on the**istory of < 
economic thought. - 



Discuss the appraiser's concept o 
vdlvB^ as based on'utility (in the 
economic sense) , sdavciti/j andvthe 
ability to satisfy needs. 



Review carefully the definiticjn of 
market value; show how it applies ^o 
the different types 'of real estfSte: 
residential, conunercial,^and industrial ♦ 
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^ '. ' . ' . ■ " .Les^oh 3 , - 

Basic Principles- of-Real Property Value 

OBjEcrivEt . . • ' \ ■' : * * 

„ r I. emphasise the fundamental principles which control the value of 

real estate ^. , - \ ' ^ 

" ' 2. To deveIop;.a'working knowledge of social and economic principles as 
. • - : they apply to- real estateNvalu^tion ■ 



CONTENT OUTLINE 



\ 



Ov^view of Lesson 



A. Purpose 



B. V References 



\ Assignlnent 



II. Value of Land Bas^on Use 

A. This method of |alue rooted 



m economics 



TEACHrNG SUGGESTIONS \ 

This lesson starts with the fundamental 
principle of value-rthat people create 
value. Now tie this fact to land--its 
uUlity, its scarcity/ and the fact 
that people must be able to pay a 
price equivalent to that Value. 

Since appraising is ^ the' estimation of 
the value of the rights of use of . 
' ^^^X^ property, i% is essential that 
the bxoad principles of e&nomics be 
reviewed and unders tood . 

Ref. A,* (ihap. 3 '\. . 
Ref. C, Chap., 4 
Ref. b, Chap^" 2 

Ask the^ class to review the basic 
principles of real property values' 
as they apply to a 12 -unit apartment 
house/ '20 years old, in an appropriate 
location in your COTununity. 



Start with land use in fanning. Exr 
plain why some land is more valuable 
than other lajxd because it can produce 
better and more abundant crops. Co 
oqMjp discuss residential, commercial, 
anlHiidu^trial „^^^ of ! axid^r^r-r^ --^ ^.rr^ 



Encourage the students to supply ex- 
amples from their own experience. 



*The full citations for these references 



CONTENT OUTLINE 



B. Valuation of rifehts of use 



1. 



IIJ. Power of- Supply ai^id Delnand 



IV. Principle 



V. 




TEACHING SUGGESTIONS / 

^ach use tends to set a lana>,valu^ 
that establishes .a inarke*t value lit 
the particular area. 

Land has values only whei^it is used. 
Example: What -would be* the value of 
fh^J>'j Mahal in the ^rttdle of the 
Sahark De^rt? / 

' Discuss examples owthe loss of 
land valvre% such i^. abandonedVommuni- . 
' ties I'n aiieas whe/re mining has stopped. 

* The demand for a* commodity is' crated 
by scartity arid by the ability of t.he 
commodity t^satisfy people"' s desirts. 

Discuss th^.compal^ati^e value of one 
square fpot^of land Igcated , in Times 
Square j/ith one square fopt on Main 
Streey^in a nearby village. 



Nothang remains static. All ^ buildings, 
ne^l^orhoods, and cities change. All 
pa&s through thrtfe stages: development, 
j^tability, and decline. 



Develop the idea- that changes 
estate bring changcts^iji^vajue 



real 



Principle of Substitution 



Discuss what possible changes can take 
"place in a new 'community, ' especially 
where there is no zoning. 

The appraiser must be able to ?*ecognize 
when and how changes occur. He must \ 
always view property with the principle 
of change uppermost in his mind. ^ 

' The only constant is change. Discu^s^ 
the effect of zoning oil change, as it 
applies to a conmiunity. 

This principle holds that when two or 
more properties with the same utility 
(or iLse vdlue) are available, the one 
with the lowest price is *most easily 
sold. 



The principle of^ sttbstitution^ which 

is generally used in all three approaches 



CONTENT ^UTLINE 
-—■ -— \ 



TBftCHING SUGGESTIONS 



X 



VI, 



principle of Highest and Best 
Use ^ 



r 



tb value, is the one mos I e^si ly~^ 
^ undent ood by students, (The'th;ree ' 
aOTrtaches to value are cost, income, 
anaT market,)' Develop a few practical 
illustrations of th^ principle of ' 
substitution, , 

TTie fflarlcet apprpach, which will he 
discu^ed later, is. based on. the 
value of comparable- si^bstitwfe , 
prope^rties . • - 

Special purpose^ propert'^s / such as 
""'r^^' and' hospitals, have 

Jii^ed>arket; thfir valuatiqn • . 
— |s to hp (limited to either the , ^' 
tbst ^roath, or::fh5 ^ubsl^ftution of 
a simil'ar property, • - * 

jkk thd students what they would do 
«hen t|iey start to look for a new 
house. It is customary *for people to' 
look/ at what i$' offered on the market,' 
This>is an application of .the prtneipZe 
of subs tT^tution. 



That /use which J^ftgE i^"® of ^he p 
.appraisal ^is most j|^H|y to produce 
r the Irea^st itet reVftfi to the 

property^Wt a given period of time, 

usually the present use of a property, 

is 'its highest and bes%,;use. 

fliscus^'with the students why hotels 
are being sold, closing their doors, 
' going bankrupt. Other principles are 
involved in this case, but the highest 
and best use is paramount. 

' ; - «r 
Discuss use-density as an important 
factor in deciding the highest and 
best use, ^ 

IVhy are apartments being built where 
the older one^familv residences used 
- to be? > ' ^ 



Discuss the effect of zoning for an 
area that has not been developed. 

16 
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CdNTENT OUTLINE 



TCACHIN^ SUGGESTIONS 



yil. Consistent Use Theory 



VIXI. Principle vGf Balance 



IX, Surplus Productivity 



X. 



Principle of Increasing and 
Decreasing Retuiris 



- A property ifl transition from one^use 

- to another eiaitfiQt*vb^ valued on the 
basis of one i^^'e foreland and another 

, for an improvement. , For example, if 
a comer residential property is to ^ 
be acquired for ,a ^as station, the 
dwelling has little or no value, 
except perhaps salvage.> This pr:||^ciple 
terfds ^o be an obstacle to the be- 
ginning appraiser. Emphasize the fact - 
that the improvements^ should enhance 
the jfsiiu^o^the land'. 

^ • The principle of baldhoe holds that 
value is i^reated ^d maini^ained in 
^ proportion to the equilibrium obtained 
^^betWeen-the amount and location of a 

^given type'of real estate and the ' 
; . ' number and location. of; users -of ' that ' , 
type of real estalfe. ^ 

.TTw-s IS one i^rinciple. the studeifts •* 
can. grasp quite easily, ^Discuss what 
happen^ if top many automatic .laundries 
open in one area; or too many bowling 
alleys, or too many drug stores. 

- Balance in real estate'Vs important 

to the business climate of ahy xommuhitv 

Djs fined as the net ificome • remaining 
after the costs of labor, coordination, 
and capital have been paid. The sur- 
plus is creditecf to the land. 

Here is a basic lesson in economics. 
Obtain a breakdown of the costs of 
building an apartment or office 
building. Use an income and expense 
V /statement and demonstrate how the 
above agents, work tbgether.to prbiduce 
.a net income from /the 

Note: This principle requires more 
, background material for both the 
teacher and the students. It is 
important that the students have a clear 
interpretatio^n of it. 

Explain that larger amounts of the 
agents of production will produce 
greater net income, up to a point. 



CONTENT OUTLINE 



/ 



S 



TEACHING SUGGESTIONS 



Any additional expenditures beyomt 
that po^nt will not product a rettmi 
commen^rate with the cost. 3 

Develop with' the cl^ss /a pr^trlem on 
a modem apartment house. ' The owner , 
asks "assistance from.^^ appraiser as 
to the advisability or^ifi^tal ling a . 
self-opprating elevator. iJtW^tK ; 
increased costs be ojffset by'the in^ 
crease in rents? Estimate a. 20-iyear 
life^ for the elevator. 



^ The pririai^e of: inoreasihg ^dnd de- 
• Qveasing r»etia*ws is also used in 
dete^ining. jiow high an office bUiLding* 
■^^^can be. Will' the increased dosts b e . - 
offset by rents available? \ : 

' Ask the students to decide how^ miich 
^ they ^ could spend on improving their' *^ 
homes, if they were to^^be piaced on : 
the market., - 



XI., Principle of Contribution 



This principle is similar to the , 
" principle of ' incre'asing aii^ decreasing 
• returrfs, e^icept that it. usually applies 
to a part of a property rather than ' 
the whole property. Tor .example, this 
principle can be applied to a decision. 
'. on whethef ot not to replace the heating 
system of a building. 

. ■ . . V ^ . •• 

*Th^ principle of contribution 'is .also ' 
important in the valuation -of lots of 
' varyifig depths^, - /' 

;^A simple clasi^^^bl^m would be .to " 
evaluate a s«rie?^f commercial lots, ^ 
having .a frontage of .25 feet and depths 
varying from 75 feet to- 150 feet. 
After evaluating theto, obtain the 
prices of similar lot^ with varying 
depths', sold recently/in the areg.. 
Compare the evaluation's with the 
Actual sale prices. 

ISxTfi^" ten 

and excess profit tencjs to breed . 
ruinous competition. 
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CONTENT OUTLINE ,. ' TEACHING SUGGESTIONS 

♦ ■ • , ' ■ - ' ■ . • 

^ "^-^ Discuss the futUre of the man7\roast • 

• ^ ; *be^, hamburger, hot dogs and beer, 

' and MacDonald's,^ that are springing 

, - * up in the a^'ea. Do not .confuse profit 

from the business with profit from 
^ . <^ ^ real Estate. In thi^ distussion 

. / clarify the defimtions b:f reai estc 

and profit. . ' 

Have 5the students i?espt)nd to questiVms 
suqh^ as : Will shoppii3|J centers contiV> 
to thrive? IVhal is/Vhe answer to , 
the problem^ of dov^iwwn stores? 

f - ' ■ •■ ; r ■ 
Competition tendy'to. be creative but^;^ 
, ' excess coitipetitfon can destroy. , \ 

/ -i Encourage* students to^ look for and 

^ ' presen^^nacticai applications. . r 

XriL^ Principle of Cohformity - This principle holds that. maximum^ 

r ^ ' value i^ realized ^hen thjere is a 

' \ : reasonable 4€|gr^e of . hbmoW 



Discuss the desirability^ of living in 
a tievelopment where- all 'houses are* 
exactly alike as coinpar^d to having 
only "a reasonable degree of jynilayity. 

Discuss the consequences of' building 
a $50,000 hou?e in an atrea of 
$25,000 homes. ^ ^ , . . 




. Discuss similar probleffi*^^ in the com- - 
mercial area. ^ Should stores which 
sell similar goods be in'thp same 
are^ If so,^ why? 

XIV. Principle of Anticipation This principle affirms that value is 

^ ^ ^ created by anticipated benefits to be 

derived in the future.' 



Why do we ask for a three-year income^ 
and expanse record, when assigned a 
commercial-^'appraisal? 

' -^X^' ■ . . ■ ■■ . - . 

Discuss thie problem of estimating 
future rents for an apkrtment, an 
o^f ice buildi^, arijd a store., Deve^lop 
the idea that the socio-economic 
condition-pf the ar^ will set the 
stage for increase. or decrease in - 
values. 

' • r 



CONTENT OUTLINE 



J- 



,4. ^ — - 



TEAOTING'4|UGGESTI0NS 



Generally 'the/Talue of a projperty is 
determined neither h^y its past selling 
^rice iror by tfie owifer's cost* Ask„ 



the studentif to n 
do cteate' vfjutwe bendj 



\e ft^jces that 
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Lesson 4 
The Appraisal Process 

. OBJECTIVES * I ^ • , 

1. To define the term real estate appraisal^ and eslUblish tb^t'^he ^ 

appraisal process is an orderly i)rocedure ( 
2., T6 provide; students with a working knowledge of the three approaches 

to value ^ ■ . 




CONTENT OUTLINE 



OverView^ Lesson 



TEACHING SjJGGESTIONS 



e value of-^eal estate cjpm be de- 



a\ 



termined by an s^praisal, wh|bh- is*%n 
estimate of value based upoft^ opinions , 
\TheVapprais/il 's aQcuracy depends -iip on 
the basic competence and integrity of 
the/appraiset, and upop thfe sottfldfle^^ 
jjra skill with which he processes ftjie 
data. A ^r- ' ^ — - ^ 



Pilose 



The appraisal process JkonsisJS/^ \, 
defi.ning the problem, planning^he 
worl^, acquiring 'd^a, cAassifyi??^, 
analyzing, and interpreting. 

Making a real estat^,^^raisar"is an 
attempt to solve a real' esta|j& prob- 
lem. Preseftt^-an outline of the 
appraislp^process to the class, either 
on the bdj^rd, or as a copy for each 
student to keep iif his notebook. 



1^ 



B. References 



II./ Appi^isal Proce 



4 



-A 



Definition oj^roblem 



Ref. 
Ref. 



A,* 



Chap. 
Chap. 



4 
4 



Before an appraisal is made, the 
problem it is intended to solve must 
first be defined. Present completed 
appraisals of several types to the' 
\ students, including the following 

types: tax, mortgage , jsja^le^^jand^, 

Tease. Encourage them to develop an . 
pral statement of the problem. Write 



*the full citations for* these^ references are given on page 1. 
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CONTENT OUTLINE 



TEACHING SUGffESTIONS 



\ 



B .^j^elimindrj*^ survey 




C* Determination the fee 



sp 




one or 'two of the better ones on.thd 
board* 

.\ • 

Present a specific appraisal problem 
to the class and develop the five 
basic ^teps : 

• Identify the property 

• State the .rights involved, ^ :- 

• State the purpose of -the apprais 

• Determine the^data needed, 

• Define the value to be estimati 

This pattern should be fallowed for ^ 
all appi;aisal work. Have the. students 
repeat these* steps for each case. 

Look over the problem ta detennine ^ * 
the cheuracter, the 5 cope, and the 
^s^jnount of work' involved* If there 
are""i^o lin^ting quali^^^ first 
det^rnfihwrthe highest and be^t use. ^ 

Not only the property but the neigh- 
bothopd must be inspected 4 • This 
might be the start of the student's 
individual aj)pi*aisal. All question| 
should apply to the individual 
assignment. 

Stress the fact that at this stage, of) 
the appraisal work all three approaches 
shoiuVbe used. Collect all data on 
the^ust approach, the income approach, 
and the market approach. These three 
approaches will be taken up in detail 
later. { 

The fact to be stressad at. this point 
is that an orderly procedure is to be 
followed. Recognizing the problem is* 
more than half of the solutibn. - * 

This is diK^f the first questions 
generally asltt&4JiiCStudents . T^e 
answer should not*be"^gi^ en at this 
time. There is a healthy dema nd for 
~cWp et en t "appr 

of cost is demanded by client, the 
local real estate boards have ranges 
of estimates for appraisal work. 
These can be used as guides. 
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,CX)NTgNT OUTLINE 



D. Commitment from client 



Data to be .collected 



Y 



F. Application of the three 
approaches 




G. Correlation and final 
estimate 




TEACHING SUGGESTIONS 

. . ■ • ' ■ V ■ ^ 

This should 1)e ia writing. The 
appraiser and the client should agree 
as to the nature of the problem. 

Using an outline of th'e appraisal 
process the student should list both 
the/g,eneral and the specific data 
which applies to his problem. 

Sources ofinfoDnatipn include: 

• The J local newspaper 

• The. Chamber of Commerce '^^ 

• TTiei New York State Department of 
Commerce 

• The Census Bureau for population 
figures ' , I 

The students should be oncOu'raged tp 
keepQ^ fil* of facts and^ata about 
their ar^as, ^nd their villages or 
cities . . \ , ' 

The appraiser develops value by: 

• Obtai,ning the current cost of repro- 
^ ducing a property and subtracting 

existing depreciation , ; 

• Capitalizing the net income pro-^ 
duced by a property 

• Comparing the 'property with recent . 
sales of "similar prope;cty 

Note: Later in'^'the cours^;>the three 



approaches will be described in Retail 
The importance of this lesson is to 
develop the idea that an appraisal of 
real estate isyaccomplished through 
an orderly process. 

Suggest that the students review each 
of tffeir approaches and decide/which 
one is supported more by facts than 
opinions. Under normal cojraitions, 
and with a good suppl>?"^0T comparable 
sales, the market approach should 

value. 



The final estimate of value is never 
an average of the three approaches. 

23 
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CONTENT OUTLINE , . TEACHING SUGGE^IONS 



"nj^T fi)ial estimate must be amply 
lupported wi^ facts and sound judg- 
^ ment. ^ * '^^•<'^ ^ 

^ Point out to thfe students that vt^on. 
canpleting an appraisal they will 
\ ' . need to write a good narrative^ report 

\ for it.' This report should speak for 

. \ - ' "itself. ^ \ ^ 



\ 



I 



I 



_.-_.-./....... 
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Lesson 5 

Area, City, and Neighborhood Data and TJieir Analysis 

OBJECTIVES ^ ' . 

1. To develop ah awareness that ^property * cannot be. valued ^eparjafely 
and apart from its neighborhood, tha^rea^l estate is a fixed entity 
and its market controlled to a largX cipgree by the spcial, physical, 
civi'a, and economic activities of its 'iminediatQ4|envir6hs . ^?(-, 

2. To list sources of pertinent information and to show how to collect 
and ahalyi^. data abqut a local area 



CONTENT out: 




r. \Overyiew of Les^i^on 



3 ■ . 



A. Purpos.e * *^ 



B. References 



TEACHING gUGGESTIONS 



Since pepple create value, it* is 
essential that the* student have^some 
understanding of how people li,ve in 
their r^sp^ctiye communities and. 

"neighborhoods. Suggest a review of 
the growth of theif own coimminity. 

*When did the first school, the first 
chrurch, the first bank, the first 
museum and'^ibraiy come into existence? 
Wh'^&t people "jclo ' ^nd how they live'' 
creates value.^ 

To develop an understanding of the 
constant changing of the forces that 
, create real estate, va^es . A real 
estate appraiser must 




. • , fhy si cal ch £^a c t er i s tl c s 

• Ecrbnomic conditions 

• Civic activities 

• Social organization of the area 
being studied • 



Ref. 
Ref. 



A,* 
D, 



Chap. 
Chap. 



6. 

5 and 6 



C. Assignment 



Have the students write a narrative 
report on the local area (city, 
village, or town) in which their homes 
are located. This should be the 
beginning of a continuing file on the / 
history and growth of their own area; 



•"The full citations for these g;:ejFerences are given on page 1. 
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ftONTENT OUTLINE 



TEAGHING SUGGESTIONS 



> II. Physical Characteristics 



5!. * 



-7 



III. Ecdnonjie Condi, t^^s 



0 



4 

IV. 



Civic Activities 



Start with a limited arfek alid obtain: 

• A ^ood general map (Many gas 
stations furnish street maps.) ^ . 

• A topographical map of the area ^ 
(Stationery stores stock these?) . 

• A map of sfhool districts (From 
the superintendent of scnools) " 

•A map showing fire districts (From 
. th? fire', commissioner) q - 

• Locate railroads, rivers, main 
highways, and superhighways 

Most areas )iave "la Chamber of Commerce 
that collects data and prints : reports 
ofi: A ' * 



• Number of industries 

• Number employed by eacfi ^ ' :^ M 

• Total employment, etc. ^ 

The New York State Department of 

mmerce publishes, economic d^etiails 
by counties . ' i 

- ■ ' : ■ , r . . 

Learn the history of industries; itt 
your area. Talk to^owneM or managers 
to get background material. Most 
industries will tell you the tol 
smipunt ■ of their payroll. 

Try to fi^ but which way the ecbnomiSii 
pattern dr your area is developing. 
Consult the local real estate board 
as to the condition* of local Jnarket. 
Do hom^s -sell .fast? Are there more . 
homes: avail able' than there are buyers? 

Discuss the types of coUnty, town, and 
village government in your area. 

How do your schools compare with those 
in adjoining territory? Are new 
buildings needed? 

What 5t-s your current tax 3*ate? Will 
it go"^ tig or down next year? Compare 
rates fbr thot past five years. 

"IWiat^as the"equjaTiratibif^^^r^^ 
county, city, or village? Obtain this 
from the assessor's office. 

26 
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CONTENT OUTLINa 



TEACHING SUGGESTIONS 



V. Social Environment 

( 



yi. Area Details 



A, The nei^borhopd 



What is the bonded indebtedness of your 
area? Are Iftew bond-issues being — — - 

planned? 

Obtain data on your Water district 
and /fire district • Alje they satis- 
fattory? ^ - .j- 

Do you have a zoning and planning 
commission? _ V. 

Make a list of /ll diutches , s)^^^ 
social organizations, and other 
sim^j-iiar organisations in your community, 

• How many churches in the area are ^ 

■. actxA^r ;:;■//,':.. < / ■ ' • 

• Is there , a museum or 1^ center? 

• Are schools active in cpinmunity * 
affairs? ^ 

A well-rounded cqraraujiity is a strong 
factor in mintairiing real estate 
: values. . ^ ■ ; 

Definition of neighborhood: an urban 
or,.strt)urban ^^ar^a exhifci^ afTf airly 
high degree of simiXarity as to 
\^housing, tenancy, income, and population 
characteristics; A neighborhood may / 
be residential, commercial, or industrial 

Have each student define the neighbor- 
hopd in which his hbine is located, 
He^ should -include the follT&wing: 

• Its physical boundaries 

• Its size* and" shiqpe 

• TTie price range of its houses 

• The income range of, its people 

• Whether it is a separate unit or ^ 
f~~ part of a larger area* 

• The rent levels 

Have Students ;note the forces that ' 
might make a diange in! the^ neigh- 
borhoods. Suggest that they look for 
chahge\.in uses of buildings; such as 
rivate home to a rooming 
a beauty parlor or small" 
sto?t^ starting up in a home. ^ 

27 




CONSENT OUTLINE 



-• ; 



TEACHING SUGGESTIONS 



Bi Spurces of/inf ormation about • Local banks ^ and savings and loan 



assQcifttiQns„_ 

• Gas and electric conq^^ies 

• Real estate trokers^^^^^^^^ 
•The local library 

• Chamber of Commerce 

• School superi ntendeiit 



t 
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Lessph 6 , 
Site Analysis; and Site Valuation 



1. Td set." forth reasons for a separate - valuation of a site and the way 
its- value i-s affected by the relationship of the site to its neiehbor- 

■ hood Vv' \ ■■• ^ ■ ' . '\- [-.■]-: ■:■: ' - 

2, To. provide students with , the data needed to^; make a site analysis 



CONTENT QbTgNE / 
I . Overview of Xession 



TEAMING SOGGES'giQNS / ■ 

y Jn the appraisal ^/Q^^ estatfe, a 
standard pr6cec|ure\is to 'V 
Isind aijd the ijnprovemeiits; as two separate 
entities . there are many soiJin<i reaspns 
for such a divisibril ;0ne ;bf th^ V 
yali^ rtaisons\ is-^ 
yf are always sub j e.ct to, deprebiat ion bu^^ - 
land tends- to be faiVl^^ 
Land may y hbweVery appi*ebiate; in value . 

; In the valuation of real estate 
laiid itself is c 
v separate' from any improvements. The 
land is considered to be permah^t 
and mad^ntains itfe utility regardTes 5 
of time, ilie improvements, however,; 
are considered to be non-permanent 
and will vary in value according to 
their age and condition, and other 
^""^"^^''^^^^actorsV"^''*-'^-^*-'-''''--'-^^-'' :. 



A. Purpose 



To understand the phrase "Under all is 
the land.*' 



B. References 



C Assignment 



Ref. A,* 
Ref. C, 
Ref. D, 



Chap. 7 and 8 
sections on abstracts 
Chap. 7 ^ 



Have the students develop a written 
appraisal of the land only, in the 
property the student is required to 
appraise for this course, using a 
market approach with at least three 
comparable sales. 



*Tlie full citations for these references are given on page 1. 



COWTEWT OUTLINE 
-IX*; — Site-Data Necessary- 



TEACHING SUGGESTIONS 

— : — — : rT-T ;^^: — .;. " . 



A. Legal descriptii^^ 
i. Deed 



2. Abstract of title 



' B. Ph)rsical data 



C. Relation to neighborhood 



p. Highest and best use 



the deW to t^ he is to 

praise. ^If none is alreadt)r avf^liAle» 
a copy isiqrr be obtained from the County 
Clerk's Ofif ice. Ihls is a good time 
to explain tht filing systan of the 
County Clerk* 

Bring to class a copy of « simple 
deed . Esqplaln idling sib Libe y 
pag e ; cross indexed big.^-£rantor 



and grantee. 

The deed sets forth the legal de- 
scription of the boimdaries of the 
property. Try to obtain a copy of a 
fairly simple descriptionV but one 
. that cbntains^a few restrictions that 
' have been imposed. Discuss the effect 
(if any) that restrictions mig^^^^ 
oh the value. 

Obtain a short abstract of title of 
tlie dH>ye deed-^^ 

class the need for and purpose of the 
■ abstract i . ^ . 

Each ^student should make a plot plan 
(to scale) of the site he is appraising. 
Data can be obtained from the deed or 
from tax: maps in thd asseissor's office. 

The students^ i^J^^H^^jfl j>© ^Pf tibie _ .. . 
^"^i^Sgraqpfi^ 

s^oil of the site, and of the 
utilities serving the si t6. / 

Ihe site should! be described in re-* 
lation to the adjoining streets, lots, 
and alleys, and the traffic pattern 
in the neighboriiood. What are the 
land inprovements on the site? 

Each site must be analyzed and valued 
as to its highest and best tise. Per<* 
haps residential property is Just that, 
but if changes are taking place, it 
may not be; Stq^pose a comer site, 
iproved with a one-family house ^ is 
kmed. for connercial use« What would 

.30 
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CONTENy OUTLtNE 



. TEACHING SUGGESTIONS 



E. Purposes of site valu^bij r 



■A 



III. Site;Valuation 



A* Market data method 



"B. Xand value by allocation 



^rts-ralue-biB-i f^ the highes t^^^^ ~ 
use^ere for a^ store or a seirvice 
s taction? ' ; . v - - - - 

Mc^f^^assessors. value land and buildings 
fttr tax purposes. If build;ings axe - 
desti^oyed by filre, a^ separate value 
must/be obtained. / v \ • 



/ rf either the site vv^lue or bt^ilding 
vafue is obtained by comparingv with 
siinilar sites or bt^ldlngs^ it is 
I^ssible to develp]| a property value. 

/Wi|en. property is tSken by eminent 
:45>?nain, it is necessalry to have 
separate value^ for lani and buildings. 



The market data method is a prefejrred 
method. This calls for; a ' Study ^ 
investigation, and a recording and 
comparing of sales of compajrable sites . 

Each student is to find at least 
three sales of vacant sites similar 
to the one: being appraised. These ^ 
sales should have occurred within a 
reasonable time; Have all the data 
records aiid attempt to develop a 
value by a study of these sales. Be 
suije to have the student understand 
what a bona fide sale means. 

There is a ratio between the value of • 
the building and the value of the land 
upon which it is fixed. - National 
estimates give an average of 17 percent; 
that is, the land value is 17 percent 
of the total property value. 

Have the students locate a development 
\ where the prices of vacant sites and 
of improved properties can be obtained. 
From this information have them y 
determine the land value by alkK:ation. 

Ask the students to obtain the assessed 
values of land and buildings of 
several comparable sales. Study the 
relationships among the sales figures 

31 
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OUTLINE . ' V TEACHING SUGGESTIONS 



" ; [' > ; ■ ,.to see if they' sixpport^^t^^ 

' ' value. This: 

- - - V -^ V™ - only when asseMors^^ 

. ■ ' and reliable . pt}^er tiames for this 

method of laii]^ valuation aie abaira^iv^ 

Developmental method ;||^ 

' ^ weight as the method of salM^ 

, " comparable lands, it is often used as 
' va supporting faptdr. 

Iv When used ^ ; -T^^^ 

. vacant land is subdivi<iedL, impr^^^ 

- installed, and some: sites ■ sold or • 

* held in mticipation of isale; 

2. How used The steps in using thiV method are: 

/ • afieck to see that all 
. , . . authorities involved have approved 

the plans. ^^'"^ 

, • Obtain the costs of makingf^%nq)T^^ 

; ments*' from the developer. Check 

them against a competent authority, 

• Estimate the value of a typical lot. 
■ ' ^ ' : (This should be supported by the ' 

markfet.)' ^ 

: • Determine the total expenses: raw 

- » land plus interest, taxes, advertising, 

. and profit., Mlow for time lag. . . . 

• Estimate the number of completed 
lots which would give the maximum 
return from the sale of all lots. 
Subtract all costs and the result 
should be the value of the raw land. 



32 



26 



Lesson 7 
Thfe Cost Approach 



OBJECTIVES \ ... Vv 

1. To demonstrate the baiic principle of substitution and its ^ 
relationship Vtp cost 

2. To examine |:he different methods of estimating the costr of a new 
bui^ldiiig and what, constitutes direct and indirect . costs 

CONTENT OUTLINE ' ) TEACHING SUGGESTIONS ^ v 



1 • ' Overview of Lesson 



The principle of ^iibstitution afdPirms 
that the maximum a; property 

tends to be set ^^i^ the cost of ac- 
quiring an equally desirable 1l|fd 
valimble substitute propert ali 
other factors being similar. f^,:^' 

The cost approach is one method of 
indicating ; the yali;uB^ d 

A person intending to biiy a home 
decides on his biaisic needi5,\for 
example : ^ bedrooms , 1% baths / 2-car 
garage . ™ wi 1 1 pfob ab ly inspe ct a 
new home, ask its cost and compare it 
with others, it is desirable that 
the student K aye a good understaiiding 
of the real costs of a new home, - 



A. Purpose 

B. References 

C. Assignment 



To help students become aware of att 
the fosts that go into the creation 
of a new dwelling. 

Ref, A,* Chap. 11 and 12 
Ref . D, Chap. 1(3 

This lesson dan be made more inter- 
e3ting to the students if a practical 
example i§ used. Tor example, have 
them develop the cost of replacing 
the homes in which they live. They 
shbuid also be able, to me^ufe 
accurately", using both the square 
foot and cubic foot. 



*The full citations for these references are given on p^ge 1 
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CONTENT OUTLINE 

II . The Cost Approach 



A. Quantity survey 



/ 



B. Unit-in-place 



TEACHINt? SUGGESTION^ ^ ^ 

^- ■ . ■• • ■ •'' / 

There ; are-^evgral* methods of estab^- 
lishing the' fcpst of a new building. 

r However rll:"shQulTT}e 
repxHyducrticn means r©producittg *^t^ci\ 
actual structure; S6me;times, dueij io 
lacH of matietiaJL or worj^manship^ th^s 
cannot be done. For the most part/ 
we are concerned viith repZqaement * 

_cost. This means xeplacingi the 
building with one having the same 
usefulness or utility. Exaiqile; a 
200-year-oid yiqtorian dwelling to be 
replaced with a ^todem; functional 
2 l/2-st;ory dwelliVig. 

A quantity survey includes ajl mate- 
rials for construction: how many 
concrete blocks ; cubic yards/ of 
concrete; pieces of ; lionber (2 x 10»s, 
2 ?c 8»s, 2 X 4»s); how much sheetrock; 
how many kegs of nails; number of 
heating units; how much plumbing, 
rough and finished; electrical 
distribution and fixtures; quantity of 
paint, varnish, etc. Add the cost of 
labor. / 

An appraiser should be aware that 
estimates can be obtained from a 
reput able lumber and bui Idihg supply 
compainy for a specific house to be 
built; also estimates of costs can be 
obtained fo? electrical, plumbing and 
heating work, and amount of paint. 



^ arcHi tectural ma^^ '. 
ize in describing one-famiiV houses 
and have detailed information avail- 
able for a nominal cost. 

This method calls for knowledge of 
costs per square (100 sq. ft.); that 
is, so many squares of roofing, ceiling, 
walks, etc. It is based upon the 
costs of installing the various 
building materials used in construction 
of a dwelling. 

The unit of cost, which include^ 
material, labo?:, and overheadf) is 
based on the complete constructieRMrf 
the walls, ceilings, roof, etc., as 
an integral part of the finished 
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OUTLINE 



Comp«5j;rative methods: 
square foot and cubic f6ot 



TEACHING suggestions; 

building. Exact measurements must be 
made of all the exterior and interior 
dimensions ;-^also, an ac curat ei count - 
of all doors, windows, trim, "wic , 
must be made. 

' . ' 

Many building contractor^ have cur- 
rent unit costs readily aV^^i lab ler 

. ■ ■ ' '■ -^^ 

This method is one of the most widely 
used. With experience and keeping 
up-to-date with costs (labor and | ^ . 
material) , ^an appraiser can rely ^n , 
this method. 

6' , . ■ - ■ .. • 

The compatative method calls for - 
measuring the number of square, feet 
or cubic feet in a given building:. 
When the total cost of the stnujtute 
is knownj it dan be divided by the 
number of square or cubic feet to 
find a unit cost, * 



It is necessary to start from a com- : 
pi eted house with known market value; , 
This is generally what it sold for^^; , 

Example: A 1,000 sq. ft* liouse on a 
lOOrx 150 lot sold for $16,000. Land 
value is known: to be $2,Q00.^ This 
leaves $14,000 as the total cost of 
the completed hbtise. $14,000 divided 
by 1,000 sq. ft. = $14*00 per sq. ft. 
This is the unit cost for this type of 
house* 

If the cubic foot content were 17,500, 
then the cost per cubic foot would be 
80. centsT This is $14,000 divided by 
17,500 cubic feet. 

Obtain from a reliable building con- 
tractor his total costs for a com- 
pleted structure, not including the 
land. Have the students measure 
the house and use the total square 
foot area and the cubic foot content 
-to develop the unit costs. 

Be sure to stress that the square foot 
area at ground level is^to be ^ed 



CONTENT OUTLINE 



TEACHING SUGGESTIONS 



in computations. If the total square 

-fpot area of the totat Jiving area is 

used, a different figure will result. 

• ■ ■ ^, 

III- Cost Data Students should be encouraged to 

^ ' dfevelop a cost data- file baspd on the 
different types of buildings. They 
should be aware that several cost 
indices are on the market: Boeckh's, 
Marshall -Stevens, Dow. Bring/a copy 
of one of the above services to cXas^ 
to acquaint the students with its ' 
contents. 

Differentiate between direct juid in- 
direct costs of constructioiii^ The 
latter are sometimes overlppkecii In- 
direct costs include the contractors 
overhead and profit, architect *svfSe7 
t special services, taxes, and in^rance 

and interest over the^period o'f 
construction. 
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Lesson 8 
"Depreciation 



OBJECTIVES ' ^ ^ - 

1^ To develop fiffi awareriess of depjtvcnationji especiftX^^^^ 

depreciation, as it applies to buildings, aiid how it can be ii»asured^ 
2. T]g^show the forces that bring about depreoiation in a building in a 
community. • - \ \ 



CONTENT OUTLINE 

I . Overview of Lesson 

■ ^ ■ 



A, Purpose 



B, References 



C. Assignment 



TEACHING SUGGESTIONS 



This lesison: if^ii^^^ to improvements 
only and npt to larid* All things ' 
and people tend to 'Vear oiit*^*^^^^ H^^ 
do we measure, t he loss ^i^ value to 
the iijqprovemerits that results from 
this "wearing but J ^^^^ depr^wmionT 

Depreciation is said to be 1^ 
value frdm any cause. Tlie^^^ 
Terminology and Handbook /^The fUll V 
citation is in the bib ji 'y 
gives the following definitiphr "A 
loss from ithe upper limit of value. . 



In this course, we are interested in 
observing and measurino^l 1 . deprecia^ 
tion that has otcurred^iri a structure^ 
up to the ti||p of the appraisal. This 
is called accrued depreciation. 

Ref. A,* Chap. 13 
Ref . D, Chap. 11 



Have the students observe and note the 
different types of depreciation that 
occur from the time a house is built^' 
^ to, the ^ate of the appraisal. Thei\4« ' 
have them either locate a new, ?^ 
similar house, or find the replacement 
cost of the home. The difference 
should be the total amount of deprecia 
tion. Have the students separate the 
depreciation factors into curable and 
Incurable, and make an estimate of the 
cost-to-cure for the curable items 
of depreciation. 

♦The full citations for these references are given on page 1. 



CONTENT OUTLINE 

II. Accrued Depreciation 

A. Physical deterioration 



TEACHING SUGGESTIONS 



The actual we aHrig aw of "physical 
property, through, time and use is an 
observed condition. The actual 
condition of the property is noted 
after inspection; that is, ^of needs 
replacement, foundation w^lls bulge, 
-^®^.^Ang. system wp^n out , ^ Knowing the 
age of a building is helpful in 
deciding what to look for in deprecia- 
tion. 

Physical depreciation is generally 
considered to be curable and is ^ 
measured by several methods. • ^ 

Cpst-to-cure: If it costs $350 to 
replace the roof, that is a measure ' 
of depreciation. A saggiiig porch may 
need new underpinning, - 

Cost to replace is another measure of 
depreciation. It may be necessary to 
call on experts to find the cost-to- 



B. Straight- line depreciation 



J 



C. Functional obsolescence 



There are conditions in aiiolder * , ^ 
structure that would be. too'^xpensive 
to cure, such as light or weak 
structural members that cause the roiif 
to sag and put the building out of 
line. ' ^ 

Straight-line depreciation can be:us^d 
as follows: Suppose^a house is 5J|l 
years oU\ It might be usable in^s ^ 
present^ondition for 25 years. It^ 
has xltJst 50 percent 4)f its valjbe, 1 
percent a year for SO years. 

Functional obsolescence is a loss in 
value frcHii the cost new, as of the dite 
of the appraisal. It is caused by an 
overimprovement (massive structure,. 

ty high ceilings); or by> urider- 

^ment (no closets, inadequate ^ 

bathrooms, poor room layout). 

Functional obsolescence^^ay be curable 
or incurable, or' cura^e^^'but not eco 
nomically feasible. 
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ERIC 



TEACHING Suggestions 

If thQ obsolescence is curable, 'then 
the cost-to-cure is a measure of the 
depreciation i If the functionalr- 
ob$olescence is considered incurable, 
the depreciation can be measured 
through the l^oss'of rent. Example: 
What rent would the house bring if it 
were not obsolete? The difference 
the depreciation makes in the rental 
income would. Jje-Jthe jBie^i^^ _ 
depreciation. 

Physical and functional obsolescence 
are considered to' be within the' " 
building: itself and are said to be ' 
indirect; Also, they can be classed 
as curable or incurable. 

One other type of depreciation— , 
economic — results from conditions 
outside of the building itself; for 
instance, a change in the neighborhood: 
a junk yard starts next door, the 
zoning is changed to a different use, 
dwellings in the area become neglected 
and are not well maintained. This , ' 
economic depreciation is considered 
to be incurable and can only be 
measured by a loss of rent factor. 

Where capitalization of rent loss is 
considered the measure of the depre- 
ciation, the students should be able - 
to use the following method: 

^Suppose the market value of the 
property is $ 10,000, and the monthly 
rentsal $85, If a similar property^ 
rents for $90 iriSnthly, the differeiice 
in rental can be considered deprecia- 

^tion. *ro estimate the dollar value of 
this depreciation: divide the market 
value by the monthly rental (10,000 * 
85), which yields a factor (117) tailed 
the gross monthly multiplier (GMM) ^ 
Then multiply this factor by the 
difference in rental: 117 x 5) to- 
derive the estimate depreciation- 
($585). 



39 



CONTENT OUTLINE 

III. General Measure of Depreciation 



TEACHING SUGGteSTIQNS' 



ol^e 



One of the best ways of ol^serving the 
results of depreciation Is to actuallf' 
observe^ what 3imilar'^houses are 
selling, for. The differences^ in 
prices paiil can^e attributed to th|B 
ambunt^of accrued depreciation that 
exists at the. time of the sale. By .. 
Qbservin^ the different kinds of v 
depreciation, the student begins to 
understand the importance of being 
able to see what changes have taken 
place.^ More important, he l§ams how 
to place a dollar value on the deprecia- 
tion. - V * 
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Lesson 9 
Maricet\ Approach 

OBJECTIVES ^ ^ " ' 

1. To show how the real estate market operates t^^-^ 

2. To inform students about the characteristics of residential properties 
that are used for, conparative purposes/ and to establish a systematic 
and orderly procedure for using the market approach 

3. To. demonstrate the relationships among th|[ three approaches to value 
used to indicate market^value 



CONTENT OUTLINE 

I. OvervieW^o^f Lesson 



TEACHING SUGGESTIONS 

People create value. An appraiser 
must understand what iridiyiduals do 
when they buy a house; what tlie^ say, 
what they don • t s ay their final 
selection after looking^ at many homes. 
All these facts are impbrtaiit in / 
determining the forces*^that treate 
value. The same facts are' needed to 
detMmine the value of iriduistriai or 
^comfercial properties, although the 
latter are much easier to determine . 



A. Purpose 



B. References 



C. Assignment 



II « The Market Data Approach to 
Market Value 



To study sales of similar pToperties 
that hav^ occurred Within a relfeonable 
time. We should know,as many facts 
about each sale as is reasonably 
possible to ascertain, -We should be 
able to relate all data obtained in 
the market to the subject property. 

Ref. ""a,* Chap. 20 
Ref. C, Chap. 3 ' 

Have students obtain all data available 
on at least three comparable sales. 
If they live in an area ladcing in 
such sales, have l^em investigate a 
similar area in a neighboring " 
commuhity. 

Expftin briefly the market data 
approach: the buying public tends to 
set the market value by comparing the 
different houses on the market. 



*The full citations f6r these references are given on page 1. 



CONTENT OUTLINE 



TEACHING' SUGGESTIONS 



III . How To Use the Market Approach 



Ask the students tb list spmilibf the 
important characteristics they should 
look for in buying a three-bedrodm,, 
1%-bath dwelling. Put the^Uist on the 
chalkboard. 



Review tne pHncipte of si^etiiuHoh 
and discuss .itg^ application when ^ 
using tW market approach . 

Ask th€> students to find: a^^ ieasji^i'v^^ 
three cpnqparable sa^ tlii^jr cotii(|;^e 
to develop a market value for their 
own home; -' Assume ^^^^ to 
sell- it. ^- •'' 



A. Comparing prfopferties 



B. Making adjustments for 
variables 



C. Sources of information^ 



Haye students list the similarities ; 
and differences l?etween the conpar^le< 
home and their own home; that is, a 
one- car garage vs . none, pr a two-car 
garage; a, one-bath- vs^ l^s-bath, et c . 

Sales shouid have occurred within a 
reasonable time, say one year. If 
sales are two; to^ three years old', 
find out what has happened' in the 
real estate market during that period. 
Has^ it gone up or down? 



Sometimes different locations reflect 
different values. This difference 
generally is reflected in the land 
values . Try to find s ales of vacant 
land in the different locations, and 
compare them. 

The beginner tends to have 'difficulty 
finding relevant information. Ask^ 
students for sources: local news 
items on sales; listings from the 
real estate offices; local maps 
showing streets; zoning, etc. 

If possible^ visit the county courthouse 
record room to see how records* of 
real estate trtoisactions are kept. 

Yqu may wish to invite a local realtor 
or mortgage banker to discuss this 
matter with the class. 
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OONTENT OUTLINE 



D. Data fil*N,^ 



E. Rental units 



IV. Additional Factors 



SUfeGiBSTIQNS . 
Encourage 5t^0nt^^ 

prderly maiui the is al es of res i^ential 
v^ypperties in th^ir {coflpuhiti^ that 
V have pccurted wit^^ past few 

years. List lis *bmgalowS| pne- 
>^faniily^ etci; al?9^ list 

them ^ to loCiatiph 
. This is a beginning for thte stu^^ 
;who wishes to furthetr ids apprais 
•■ 'e?qperience. , •" • . ,V ■ 

The tehtal valuiB^ o^^ 
properties axe good i^icatois of ^^^^^^ ^ 
valiae. Orie. oif; the g^ 
: use4 f or estf^^ yaiiie of rental 

hoim^Fis the gross monthly multiplier 

^ (jGm) . ^ s^v^^^^^ ' 

E3q}lain that the 6MM is a relationship 
between the monthly rent al of a 
3 dwelling and its selling |)rice. Fpr 
example, a house renting for $150 a 
month sold for $X5 ,000'. the GMM is 
.100. The market may show a GMM 
ranging fit)m 80 tp ISOl 

Ask the students to list conditions 
that could vary thp market value of 
any residential property; . Develop a 



discussion of local and statue 
economic conditions . What happens to 
real estate values when such conditions 
change? What happens if a change of 
zoning occurs? Does it affect value? 



How does the effect of a declining 
neighborhood change the vatti^ of real 
estate? 



V. Siiiiinary 



This lesson is one of the most import- 
ant in this course* The forces that 
^ create value in the market are con- \ 
stantly changing.. A careful study of 
thp reasons why similar properties 
sell for different prices might develop 
ah appreciation and awareness of the 
uniqueness of the real estate market. 

Tfry to limit the number of con5)arable 
properties studied. Select three to 
sCsupport a market value for a selected 
dwelling. Use photographs and a map, 
rentals, assWssed values j^taxes, etc. 
to support a market valu^ 
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Lesson 10 

* • Income Approach 

OBJECTIVES ■ / ^ 

' \, ■ ■ . . ....... . ; . . . 

1. To emphasize the significance of the incOT^ relation to 
the coimnercial real estate market, and the relationship between the 
property and its earning cJ5)apity, rent, and other income 

2. To enable students to analyze the e3q)enses allocated to the real 
estate, and to reconstruct expense statements as usually submitted 
by owners \ 



CONTENT OUTLINE 

I.'' Overview of Lesson 



A. Purposes 



TEACHING SUGOESTIONS 



Income properties are tiiose that are 
expected' to iiave eimiirig capacity^^ 
In^other wordls, they will produc|g an 
income over and abpye the costs to the 
owner. We must be aware of the duration, 
the quality, and the quantity of this 
income stream, * 

Most buyers of income-producing real 
estate are primarily interested in the 
net income tiie property does or can 
— produceV—I^t-is -imper a t l v e tha t the"^ — 
students be able. to analyze expense 
statements and develop the economic 
rent that a property can produce. 

The income approach develops a value 
that is the present worth of future 
rights to income. The student must 
be able to recognize the need for the 
continuation of all the forces that 
maintain the value ovet the predicted 
life of the property when appraised. 

To develop a knowledge of the usual 
and reasonable expenses involved in 
the real estate: To be able to 
analyze the income and expense st'ate- 
ments that produce the net income, and 
to have a working knowledge of 
interest rates. 



B. References Ref. A,* Chap. IS, 16, 17 

Ref. C, Chap. 23 
Ref. D, Chap. 13 

*The full citations for these references are given on page 1. • 
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CONTENT OUTLINE 



TEACHING SUGGESTIONS 



C. Assignment 



V 

II. Rent 

A. Economic 



B. Contract 



III. Gross Income 



IV. ' Expenses 




Have the class as a group work out a 
gross income and e^qpense statement 
r for an 8-10 unit apartment hous^. 

It is important at this st^ 
students recognize the q|iiat 
of a bona fide gross rent, 
expense account. 



Economic rent is that rent the building 
should bring in the ppen market at . 
the time of the 1q)praisal. * 

. ■ ■ ■ ■ ^ ' ■ * ' . ' ■ "■ ' > ' ' ■ '• 
Students should be law are that the 

cbntract rent (the actjual rent) may\ 

be hiAer or lower than the economic/ 

rent . ^Ask them to find out the monthly 

rental for similar apartments in a 

similar location. They should recognize 

what the economic rents should be fOiT 

that type of income-producing property. 

Contract rent is established by a 
lease, and is legally^ binding. 

Gross income in eludes all the income: 

rent's^ plus _in<LQie_ f rpi?: >ei^i ce^, 

garages, automatic washers, parking, 
etc. 



Have the students obtain gross income 
statemeifds from actual apartment 
units. The only charge against gross 
income is a percent charge for vacancy 
or a collection loss. This could vary 
from 3-7 percent. The history Will 
indicate such. loss. The final product 
is kifown as the effective gross income. 

Expense statements presented to the 
appraiser often include items that are 
not proper charges against gross 
income. Items such as interest and 
mortgage payments are not charges 
against income vihen the expense state- 
ment is used for appraisal purposes. 
The property is appraised as though it 
were free and clear. 
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CONTENT OUTLINE 

'0 



V. Reserves 



VI. Net Incomei and Market Value 



VII. Capitalization Rate 



VIII, Conclusion 




1 



TEACHING ^SUGGESTfoNS 

Have the students make up a list of 
what' they think should be expenses for 
ah income-producing property, ■ ' 

Items^iidl as roofs, heatlre^-^fir^^^ 
eratorsi^and stoves tend to havB^'4; 
shprter life-j^^ the building. It is 
'considered necessary to set up^ 
reserve account'^to replace items as 
they".wear out. 7- ' '%'■■[': 

Have student^oi* pxit 
problem: A rlfiigerator 10-^i 
yea;r life costs $100. Set iip a ^ 
reserve in the esq^ehse column for $lp 
per year. Repeat fbr b^hei' items. 

This is a rather con^ilicated^^p 
PeAaps you migjxt only tiy to present 
a simple procedure, capitalizing net 
inpome to determine value. A thorough 
explanart-on- calls for additional 
knowledge and e^erience on interest > 
rates and capitalization. 

The net income has a definite Relation- 
ship to value. Exanple: An apartment 
having a nef rncom^^f $5,000 when 
capitalized at a proper rate, say 10 
percent, would indicate a value of 
$5,000 divided by ^.10 = $50,000. 

A c^ipitalization rate is made*up of 
an interest rate, say 6 percent, the 
rate the money will earn in a normal 
market, plus the riecapture rate. 
Since a building is a wasting asset, 
an amount must be recaptured from the 
annual income stream. Example: A 
building might produce a regular incoiflfe 
for 25 years and then need considerable 
work. Then a 4 per^nt recapture rate 
should be used. 100 divided by 25 = 4, 
The total capitalization rate is 
therefore 6 percent interest plus 4 
percent recapture rate or a total 
capitalization rate of 10 percent. 

It is well to remiml^he students that 
the market has^tfsown .rule pf thumb 
in the sale of income-producing 
property. 

46. 
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GONTENT OUTLINE 



TEACHING SUGGESTIONS " 

Using the previous exan5)le, the 
apartment has a gross income of 
$10,000. The market,, say, will pay 
five times* the gross income or $50,000. 
These gross multipliers ar^ found in 
the' market. 



The market may use a net multiplier: 
in this case/ ^0 would be tlie 
multiplier. .V 



4 
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Lesson 11 
^ Filial Estimate b£ Value 

OBJECTIVES ■'■ * " 

1. To develop an appreciation of an orderly procedure in the .appraisal 
process 

2. To draw together all the /facts and opinions gathered in the aOTraisal 
and develop a final estimate of value a. > ' 



CONTENT OOTLINE 

!• Overview of Lesson 

A. Purpose 



B. References 
X.^^As5lgnnent 



II. Selection of i^proaches 



TEACHING SUGGESTIONS . 

The final eistimate of the value of 
property is lUie result ^ t^^^^^^ ; 
exiudiiatioh of all those factors re 
lating to the traiwfer of pr^eilyx 

To review the^^oat cqjpwodfc; the" . 
, mtirket 

and disadviontages of each as it 
affects the market value. 

Ref. Ai" Chap. 25 

-Wrrte-a-narratiw des cr i ptim oj^each^ ~ - 
approach ^ detailing the advantages — 
and disadvantages of each. Show how 
these approaches ,|are correlated into 
a final estimate of value. 

Using the same specific exanple^ that 
is, an 8-apartment building, have the 
students determine what measures they 
would apply in ^electing one qsproach 
over an other/ Students should be 
jprepared to defend a selection based 
on facts available. in their presentations, 

Review the value of a property as 
developed by: 

• The cost of prodmrtion 

• The sale price of other similar 
, properties 

• The anticipated flow of cash from 
income units 



*the fUll citation tor tnis reference is given on page 1. 
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CONTENT OUTLINE 



f 



/TEACHING SUGGfeSTIONS 

.r 

Based on the appraiser's knowledge, the 
/ buyer's needs, and the, manner in which 
the property satisfies those needs, the 
appraiser will select one approach 
which will enable him to arrive at an 
estimate of market value. 

The cost approach usuially determines 
the quality of structure as discussed 
in Lesson 7. No adequateJj appraisal 
can be made without a thorough examina- 
tidh of the impfoyements, iriclii^ 
",fixtures". , : "'V^'": ''^''- 

The, market approaSch estatoiishes .a 

rangeTof values iFor con^^arable proper^ 

ties as outlined in Le^gw 9^^^^^^ 

adequate appraisal of propert can 

be made without giving 

e ration to the range of va^^ 

similar properties, esp^^ in the 

residential market. 



The income approach es used to deter- 
mine^ the value "of' a property in terms 
of the income It will produced This ' 
method is rarely applied"^ to the 
appraisal of phe-famiiy dwellings, as 
noted in Lesson 10, — 



III. Correlation of ptgproaches 



,1 



IV, Final Estimate of Value 



Correlation is the bringing together 
of the results of the tl^ree different 
approaches in an attempt to show the 
relationship of the subject property 
to the comparable properties used. 

The appraiser must analyze each of the 
approaches and then select that approach 
which most nearly fulfills the purpose 
of the appraisal, 

Thfe final estimate of value is not 
necessarily an amount indicated by. any 
one of the three approaches. Neither 
is it an arithmetical average. It is 
based on the judgment of the appraiser 
as to which is the most valid approach 
to value. The final estimate of value 
is that estimate which has been most 
adequately supported by facts. 
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Lesson 12 
The Appraisal Report 



OBJECTIVES : ' 

1. To demonstrate that an appraisal report is an orderly method by which. 
c the problem is defined, work is planned, and data is property 

arranged into an estimate of value / 

2. To emphasize the need for and the use of an appraisal report, and to 
create a desire to make each appraisal report better than the 
previous one 



CONTENT OUTLINE 



TEACHING SUGGESTIONS 



V. Overview of Lesson 



A. Purpose 



B. References 



C. Assignment 



111 e appraisal should speak for itself. 
Since the appraisal is the written 
opinion of the writer, it must present . 
all the da;ta and facts^ which the ' . 
opinions are based. Remember, the 
^^prai^at report is often read and 
interpreted in places far distant from 
the subject property. The reader may 
have no previous knowledge of the 
property under appraisement. Stress 
the importance of a complete narrative 

—reportv-inciudiTi^Tnaps ,"pl-ans7--aird: ~" 

photographs that present ample 
evidence to support the opinion. 

. I , 

To develop an understanding and mastery 
of the orderliness of the appraisal, 
process. Over the years this process, 
as illustrated on page 44 of Ref. A, 
has been used effectively. Page 386 ' 
of Ref. A illustrates an outline of 
the process . 

Ref. A,* Chap. 24 , 
Ref. C, Chap. 15 

Complete the home appraisal assigned 
in this course, using the outline and 
table of contents ^tha^have been 
provided. 



*The full citations for these references are given on page 1. 
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CONTENT OUTLINE 



TEACHING SUGGESTtONS 



II. The Report 

In review, prepare and present to the 
class an exanqpld of a conqplete/ well- 
documented appraisal . Use either an 
fl{>artment house or a commercial 
structure and go Jthrough the following 
steps in the 'iqppraisal. This is an 
attempt to tie in the lojgical steps 
necessary to complete the i^praisal. 

Ask the class to suggeist possible ways 
of identifying a property. Be sure 
they inplude: street address, deed 
description, physiq||^ loca^tion, 
location by plot plan, lot and bloc^i 
system, plot survey. Suggest wheite 
such data can be found. 

-C. Property rights ^ ^ M > 

real 

propej^ the physical - 

y^^^^^^ the rigjits involved . 

;^^^^^^:i^^ of the property. 

P. Purpose and function of the The student shoiMtfl clearly understand 
cqppraisal the reasons for making th^ appraisal, . 

and the iise it is to* serve. This^^^ 

necessary to help_hi]PLen5>hasize , 

certain facts which will lenH additional 
support to the appraisal^ 

E. Date of appraisal Stress the fact that all real estate V 

appraisals must apply to a specific 
date. The forces that create, main- 
tain, or destroy value change very 
quickly. Give examples of economic or 
physical conditions (such as a strike, 
a cyclone, or oil being found in the 
area) which affect the value. 

The following definition should be 
memorized by all interested in real 
estate appraisal. It is accepted by 
all the courts in the land: "...the 
highest price estimated in terms of 
money which a property will bring if 
exposed for sale in the open market^ 
allowing a reasonable time to find a 
purchaser \iho buys with knowledge of 
all the uses to which it is adapted^ 
and for which it is capable of being 
used." 
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A. Define the problem 



4 



B. Identify the prOJ)i3rty 



F. Definition of value 
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CONTENT OUTLINE 



TEACHING gUGGESTIOWS 




In Cbrrelatio) 
9onclusion 




fd final 



J. Underlying and contingent 
jconditions 



K« Addenda 



TJie diit a col lected from the nei ghbor - 
^jbood^-^thfr-^i^a, the city / and possibly 
\^h^:^ate is all pertinent to the 
* i|sue« This data can be interpreted 
-by the reader to stipport the opinions 

Of tJi(ft wHter. T^^ 
•the forces that create^ 

destroy value. : 




All these qjproaches ^sijjui^ be tised: 
ccjst, market^ and inco^^^ 
reason one ^r^ 
reason should be clearly stated. 

Final Stat e#lnts should ;be aii^ly 
supported with sound reasipw 
Provide a good correlatiohj read it i 
to the class and explain its strong 
points V - ; 

Certain facts and data pertinent to 
the appraisal are furnished by others • 
The appraiser st ates tliiat these are 
assumptions made by others said that 
there are Certain contingencies. 
Explain what these assun^tion^ and 
contingencies are. ^ 

The addenda should include alX thiEL 

additional supporting data the 
appraiser deems pertinent: maps, 
photos, plot plan, floor plans, etc. 




r 
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CASH BMOl SIET-FOR MROLL 



9, 



Date 




Name 



Net Pay 



$20 



$10 



$5 



25i 



io^ 



5t 



,1* 
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t / 
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> Ans Key ' to Cash Breakdown Sheet for Payrol l| 



Note: "50^" is not included on this sheet because 50 




ces are no\ always available at a bank, 
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CURRENCY REI^UISITION 
FROM BANK 



. Denomination 


•Quantity 


1 * . ' ' 

. Amotxnt 


$20, 
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0 0 


* s 


/ 
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1 ' t 
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AnsT Key to Currency Requisition from Bank 
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Mdress' 



'ay Rate 
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mOYEE EARNINGS RECORD " 




Date 'Siployed 



Date Teraijiated 



-Weekly Overtime 
.Monthly Rate 



SoQaJ' Security _ 
Telephone Nuiher 



Single / y Married / / • 
Bate of Birth * , ' 



Num'ber of. Exemptions 



Position 




Figure"6.10,., 
; EmJJoyee'EarningsRecorOoniiat',,, 
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Address I* North St. 



Weekly Overtime < ' _ ' . 

Pay Rate 95 week Maadddy Rate M hr.. Niit&r of Exemptions 1' (tl/llO.) Position Ckr\, Counter' 



'EMPLOYEE EAIINGS RECORD 



• / 



Name Lydia Baker. 



D?ite Employed Sept. 19L Date Teniitoted\ 



Village, NY 122) 



Social Security 022-t?-?Ql|2 Single Married. J^/ 
Telephone Number 6^-2213 . Date of Birth l-lj-g? 



Date 



Hours 



Regular !}vertimi 



Total 
Gross 



Federal 
income. 



State 
Iniome 



PICA 



Total 
Deduct, 



Net 



Gross'^^i' 
Cumulative ' 
^nings 




11 



II y) 



11^ 



>m 



Uo6 



Sc 



it 



fl 
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M 



00 
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mi 
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It 
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fl 



36 
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fin. 



J2 



00 
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hf Lydia Baker 



■r 



'Z.^»m I Employer's Quarterly 
■anar I Federal Tex Return 



**** * aaHiKer year revert e»i»y tHe Wimt ^ eucti iwjw. Iw »« cete e« 'Tip incme" Me inMrucUent. en pece 4. 



maw fi»a»1e>c»>w»«t> M 'iMwtea<aaat»ef«ttdhfwiiwwa<aiaiiad«< Sett 



LYDIA BAKEH . 
WILLTAM S«1TH 



$V70,00 
8ltO,00 



□ 



Figure 7. IK ' ^ 

'Ans. Key to Form 941, 
Employer's Quarterly Federal Tax Return. 



lr|WHi<eH»«M»fW 

Tetalitef]j^ipeti W ^toMlkicoluinW and M p total Iw ookimn 7 

<1M if a^M t w M Mi Mi «a«Ha«M ikMb.) iMw M la Nw 1« 
t. tOTilL TAXAMl TWt ACMMTB} 



$1,1410.00 



U Mm »..jL.^110 .00 
eiMte itwl»J talw tw — i k Hi It Wtw . . 



.•■iiif ■ ► VILUGE DRYCLEANERS 



March 31, .19 



\ None 



■.lJ»-2356789 



Main Street, Any Villagt, N.Y'. 12iJ0y 



(Haal 



VILLAGE DRYCLEANEIJS ' 
AaMjMw*iiP«e» ' ' 



J'. 



\% TOTM. ■WO <*p nrt iuMcT to wmawtDnw nm own ooMrtwnoii 



u. AAMmciiT rw ranniM OMunWor gnummi tu4 . . 
\%. miutm WTM. or mam w wtmmhp ... . . 

M. mmi ncft mms rm a»m.m 
It. wjmi nn airaan inm v ... 

Ml low. fMA nn OMa U (iw ma 19 . ^ . 

it. Mjumnr 9m n ■nn ^ 

iiL> iibjtttiip TOTJH or na tmu . 



|..1J»1Q..QQ.., 



. MMflM If 10.4K-rM 



la. VOTM. TAOl (Hot 11 itM Hot IB . . . ' 



au » noi iTii MOM TtMui itih w. nnu cxcni muc > t 



I. MT to urruNM. imiiut scuvicc ano 



1,U10 



00 
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lUy jJU J pmU^. \ iwU iU f C, i>*eUj ttlt^. Jj., 



*ao cwiw If YOU Mwn ir q Amico to kxt Rtn/m. or q airuNoco 



tia« tOiMMr. vte.! 
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New York State and Local 
Sales and UseTto Return 

Under Arises 2B and 29 of Tax Law 
S«p>«mb«r 1972 * Nev«fflb«r 30, 1972 



use ^b-addrtfssed Form and Return Envelope-for filing your returm 
Keep dupijc^ate for your records. 




Ent« nom«, oddreii, ZIP cod« ond idvntiff^cotion number ii nof ihoJj^ofrectly b«lowA ^ , ^ 

^ VILLAGE DRYCLEANiUS 

Main Street 
' Any Village, NY 12809 




Compitf poge 2 of this form,bffoi^ moking tntri#s below. 



SUMMARY OF 
BUSINESS ACTIVITY 



Retail ^ifarelgftniny 



GROSS SALES AND SERVICES 
A (lon»jf *l dollof) • 



$2,969 



TAXABLE SALES AND SEjtVICES 
B ^/(lo n»Of It dollof) 



/ $2,969 



PUR^CHASES SUBJECT TO USE TAX 
C * (to n«or«st dolt^r) 



H ihii rvlurn rvporti soles taxas for ^ *. 
more ihon one business location, check hero. LJ 



Summary of Taxes Due 



Sales and Use Taxes (total cokimn (e>, poge 2 ond orriounts from Schedules A« B ond N« if ony^ 



(a) Credits (otiochments required) 

(b) Prepayments (ottoch Foftn'sT-330) > 

(c) Total Credits and PrepayQ)ent&.' 



Sales and Use Taxes Due (hn* i less \in^2u)) 



Add: Late Filing Charge 



. 178, 



178, 



Amount Due including Late Filing Charge'Hino 3 ptus line 



Pojr thift amount 



178. 1 



Attach remittance payable to "New York State Sales Tax Bureau** and mail 
to your New York St^te District Tax Office on br before December 1972. 



15 



15 



Part^n er-Owner 



iCnaTurc or pucpakcii or oTmcr than vcmpoii) 



bATX 



Did you complete the other side of this form? 



For office use only 




Figure 7.3K1 

Ans. Key to Form ST-100> ' ' • 

»'.y. State arid Local Sales arid Use Tax Return for Dec. 1-Feb. 28 
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*The tax. rate for th^^y.'l-Nov. 30,^ 1972, period covered by-. this quarterly return is actually' ' 
. Vi, It has been chafp»to 6^ on this form to-agtee w/th imputations made for illustrati^si 



before the tax rate was increased. 
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Date 



^ 



Eyplanration 



Post 
Ref. 



Caph 



Debit 



^9/ 



Date 



3c 



Explanation 



Post 



Nn, 1 



Cpedit 



4m 



B3 



Date 


Explanation 


Post 
•Ref. 


Debit 


Date 


ExDlanation 


Post 


Credit 
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es 


Acct. No', h 




Date 


Explanatioi:^.. 


Post 
Ref. 


Debit 


Date 
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Post 
Ref. 
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Date^ 
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Ref. 
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Date 
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Post 
Ref. 
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Ref. 
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Explanation 
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Ans. Key to 
Posting Mar. and Apr. Transactions" 
' For Prob. 5 
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Post 
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Ref. 


Credit 




1 




(LP 




So 








/ 




mm 






© ■ 














cr 
















\ 










/i 


mm 












J- 












mm 



Date 


Explanation 
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Ref. 


. Debit 
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1 ■ ^ 
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Date 


1 
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Ref. 
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Ref/i 


Debit 


Date 


Explan"*^tion 


Post 
Ref. 


Credit 




/ 
















v/ 
























<U- 




















so 


J 


CJ 













































Figure '9.1K2 
Ahs. Key to 
Posting Mar. and Apr.. Transactions 
For Prob. 5 
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County. Sales Tax Payable . 



Acet. No.i 25 



Date 
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Ref. 



Debit 



Date 



Explanation 



Post 
Ref. 
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Ans. Key to 
Posting Pj^r. and Apr. Transactions 
For Prob. 5 
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Rent Expense 



Acct. No. 51 
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Figure 9.1K4 
Ans. Key to 
Posting Mar^-^and Apr. transactions 
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Re-pairs and Maintenance 
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Figure 9.1K5 ^ 
Ans. Key to 
Pos ti ng Mar . and Apr. Transactions 
For Prob: 5 
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Miscellaneous Expense ' . Acct. No. 62 . 



Date 


. Expranatfon- 
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Figure 9. 1K6 
Ans. Key to 
Posting Mar. and Apr. Transactions 
For Prob. 5 
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VILLAGE DRYCLEANERS 

Ifr iea Balftne.e_. 

April 30, 19 




Figure 10. IK 

Key to Trial Balance 
For Prob. 5 
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Worksheet 



UMonth Period Endad April 30, 19 





iiiiiiiiiiiiiiiiiiaiiiis!ia^r;iiii3^E;i^^iiiii(;!!nf!i!^ii^!!^^es! 



Figure 10. 2K 
Ans. Key to Financial Statement Worksheet 
For Prob. 5 
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Assets 



Cash 

Prepaid insurance 
Cleaning supplies 
Furniture 
Delivery^ truck 
Equipent 



Total Assets 



VILLAGE DRYCBEANfiRS 
Balance "Slieet 



As of April 30, 19 



\ 2J01.82 
666.00 
1.22 
860.00 
1,500.00 
l6,Oll5.00 



te.56l.0lt 



Liabilities 



Taxes Payable 

-Federal withholding 

State withholding . 

FICA tax 

State sales tax 

County sales tax, ' 
Total Liabilities 

. i 



etjOTth 



J. Blair, Capital, Jan, 1 $18,000.00 
Net Profit for Period }6,^6.28 ' ' 
Less drawings . 2,100.00 

, Net Increase in Capital 3,956.28 

J. Blair, Capital, April 30 

Total Liabilities and Net Worth 



i 83.20- 
• . 11.60 

206.10 
206.10 
60ljj6 



fe2.56L'( ll f 



; Figure 10.3K 
Ans.Key to Balance Sheet 
For Prob. 5 
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^^ILLAGE. DRYCLEANERS 

/ In9Qme Statement 
For the l*-month period ended April 30, 19 



Items 



Income- from Sales 



Amounts 



Expenses for Period ' ] 

Rent , ' « 
Utilities 
.Payroll 

PICA, (Employer) 
Duejs and Su'bscriptions 
Repairs and Maintenemee 
' delivery truck 
Advertising 
Donations ^ 
Interest 
Miscellaneous 

Total Expanses for Period 

Net Prof it^or Period ' 



$ 680.00 
25lt.30 
2,350.00 
122.20 
83.50 
V' 106.1*0 
78.10 
15.00 
.'\V .32.00 

';iit5.oo 
V xa€. 00 



$9,838.78 



jt,782.5e 
$6,056.28 



Figure 10. 4K 
Ans. Key to Income Statement 
' For Prob. 5 
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